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Awards Program 


FOREWORD 


The CMHC Housing Awards program completes each two-year cycle with a symposium. This symposium 
brings professionals together not only to celebrate the accomplishments of the award winners, but also to 
talk about issues that are important to the demographic group on which the awards and conference focus. 

The Second Awards Symposium, held in Vancouver in September of 1990, looked at the young family. 
In Canada today, the traditional family is undergoing dramatic social and economic change. The 
participation of women in the work force has increased steadily (reaching 65 percent in 1986), as has the 
divorce rate, which is now about 50 percent. The fertility rate has been dropping continually, reaching a 
below-replacement rate of 1.7 and 1.4 in Quebec — a record among industrialized nations. The number of 
female lone-parent families increased by 125 percent in the 1970s, and the number of families without 
children increased by 75 percent. 

In economic terms, only half of all young families in urban centres own their own homes, and one in 
five of those families experiences an affordability problem. The housing statistics of the last 20 years point 
to a trend of gradual decrease in their ability to own a home. 

The family as the essential social unit, no matter its form, will continue to require. an appropriate haven 
in which to grow. In fact, the greater the variety of its forms, the greater will be the range of housing 
options needed. The challenge of the symposium was to explore and describe the variety of family types, 
their needs and aspirations, their means and expectations. To address this challenge, the forum assembled 
a cross section of people involved in the process of housing production and provision — a range of 
professionals belonging to many disciplines and sectors. The goal was to raise participants’ awareness of 
the issues and opportunities, as well as to stimulate dialogue and follow-up action. 

While the symposium was very productive, its final success will be measured by what follows — by 
turning the symposium’s ideas and issues into practice. The following proceedings, along with the 
companion document Awards 1990, should assist in this process. Together, these documents offer a unique 
compendium of our most recent understanding of the young family, and they offer the most creative 
solutions to address the young family’s needs. 

Copies of either document can be obtained by contacting: 


Canadian Housing Information Centre 
CMHC National Office 

700 Montreal Road 

Ottawa, Ontario 

K1A OP7 


HOUSING YOUNG FAMILIES AFFORDABLY 1740 


Symposium Proceedings 


September 6, Session A 


FACTORS AFFECTING ACCESS TO AFFORDABLE HOUSING FOR 


FAMILIES 


David Hulchanski 
Director, Centre for Human Settlements 
University of British Columbia 


The problem 1 want to examine is the gradual 
decrease in accessibility to affordable housing for 
a significant percentage of Canadians. 

I fear that, all too often, we focus on the easy 
part of the problem, which is how to give the 
middle-income group a little boost to become 
home-owners. What worries me is the trend that 
is evident in the statistics of the last 20 years, a 
trend that seems entrenched with no evidence of 
a possible reversal. A few graphs will illustrate 
what I mean. These graphs depict the problem 
from the perspective of family income. 


Figure 1 shows home-owners and renters by 
family type. We can ask, ‘‘What family types 
have housing affordability problems, using the 
definition of 30 percent of income?’’ (This 
definition, though very simple, is adequate for the 
moment.) The graph tells who has an 
affordability problem, and how severe it is. 
Single-parent, single-father and other one-person 
households have a serious problem, which points 
to the importance of having two incomes today. 
That was not the case in the 1950s. 

Renters also have an affordability problem, 
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and it is greater than that of the home-owners. 

According to Figure 2, home ownership 
among single-family households increased 
between 1967 and 1977, but has since levelled 
off at 74 percent. It seems an admirable 
achievement. 

But, when you take apart this 74 percent by 
income quintile, you can see the source of my 
worry and why I believe there is a problem. 


Trend in Home-ownership for 
Single-family Households, 
1967 to 1989 
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Figure 2 


Figure 3 shows a distribution of home 
ownership by guintile that is almost predictable. 
Seeing that even at the lowest quintile 50 percent 
of single-family households own their homes, the 
situation would not seem problematic. So far, all 
the graphs show, in effect, what could be the 
easy part of the problem. 


Home-ownership by Income Quintiles 
for Single-family Households, 1989 
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Figure 3 
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We don’t need to worry much about most 
home-owners compared with many renters. In 
urban areas, it’s the owned house that is most 
desirable to most families. 

But, when we look at this 53 percent by 
taking apart the lowest income quintile, we now 
see a trend. From 1967 to 1989, this fifth 
quintile dropped ftom 70 percent ownership to 53 
percent (Figure 4). That's about a 17 percent 
drop in two decades — a very significant change 
in such a short time. 

But how can 50 percent (let alone 70 percent) 
of the lowest income quintile households afford to 
own a house? It is even more surprising to know 
that the majority have their mortgages paid up, 
whereas the higher income quintiles do not. This 
apparent paradox can be explained easily: these 
households are made up mostly of old people, 
they are single-family households with the 
children at home or gone, and these households 
have joined the ranks of the poor because, as 
soon as one of the partners dies, there is a 


Trend in Home-ownership for 
Single-family Households, in the 
Lowest Income Quintile, 1967 to 1989 
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Figure 4 


dramatic drop in income. Seniors most often 
count among the poor, and that is why we get 
that high number of home ownership in the 
lowest income groups. 

So, because one partner had died, our older 
people who bought their houses in the 1930s and 
‘40s are entering the ranks of single-person 
households. That’s why the 74 percent home- 
ownership figure is deceiving. Even the 
53 percent is deceiving, because the data do not 
differentiate young families. Once the elderly are 
removed from the data, a strong trend is evident. 


This trend shows that the first and second 
quintiles (the bottom 40 percent of our 
population) are, increasingly, renters. They 
cannot afford to be home-owners. This trend is 
going to continue quite dramatically as the 
older people who are home-owners die off. We 
are becoming a society where wealthy people 
are home-owners, and the not-so-wealthy and 
the poor are not. For demographic and 
economic reasons, it was not always this 
way, especially during the prosperity of the 
1950s. 

Here, then, is the tough part of the problem: 
the bottom 40 percent of the population, the two 
lowest income quintiles. It is correct to say that 
only 10 percent of all households have an 
affordability problem, but it’s also not quite fair — 
because it is changing, and the trend is not very 
positive. 

Other statistics indicate the same trend. They 
focus on the single-family household, and they 
paint a grim picture. If they were to include all 
households, that picture would be even more 
unsettling. 

Figure 5 includes the one-person, one-income 
households. In housing terms, they are in bad 
straits, as we have seen. This chart shows what 
happened to the single-family household income 
between 1967 and 1988. There is no 
improvement at the bottom. In fact, they are 
slightly worse off by a fraction for the first 
quintile, and noticeably worse off for the next 
two incomes. This is the impact of the 1980s, 
when incomes did not keep up with inflation. 
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Figure 5 


All of that is showing up in these last 20 
years — not that long a time for something so 
dramatic to show up. 

Here’s the tough part of the problem. Whether 
they are family households, young-family 
households, older-family households in the future, 
or just single-person households, how can these 
people ever afford to buy a house in our housing 
markets? 

We tend as a nation to be concentrated in 
three metropolitan areas. About 76 percent of 
Canada's population is urban. And it is in these 
urban areas that housing costs are the greatest. 
That is why I add the issue of geography to the 
demographic projections. 

Figure 6 shows how dramatically we are 
sorting ourselves out by income and tenure. Still 
taking the same quintiles and starting in 1967, 
27 percent of the highest income group were 
renters in 1967; it is about 13 percent in 1988. 


Renter Households in Canada 
Trends by Income Quintile, 1967 to 1989 
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Same evolution for the fourth quintile. But look at 
the bottom income quintile. From 37 percent 
renters to 63 percent — a dramatic increase of 26 
percent. That difference is basically due to the 
senior citizens dying off and the young people 
being unable to afford housing. If you are poor 
and young, you stay that way for much of your 
life; you are not a home-owner, you are a renter. 
Another factor contributed to this dramatic 
shift. Between 1967 and 1973, we introduced 
legislation making condominiums possible in 
Canada. Up to that point, because only rental 
apartments were available at the locations they 
wanted, some wealthy people had rented. Now 
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they can own that apartment as a condominium. 
A new tenure choice made more home-owners of 
the fifth quintile, but did not help the bottom 
quintiles. In fact, many rental properties were 
converted to condominiums that were priced 
beyond the reach of those who had previously 
occupied them. 

By either staying the same or going down, 
are housing costs going to change dramatically? 
Can we see that? Are we working on that? Are 
incomes for the bottom 20 or 40 percent of 
families or households going to change 
dramatically? Will there be some improvement in 
income distribution? Are federal and provincial 
social-housing programs going to expand 
dramatically in the climate that we see here? 

If not one of these things changes, what are 
we going to do? I don’t have the full answer to 
this question. 1 just have a general comment. 

Most people talk about the two sectors of 
society. When | read economics texts written by 
conservative, Marxist or left-wing economists, 
hey say the same thing. There is the government 
and there is the private sector. To some people, 
he government is good and action is good. To 
some people, the private sector is good and the 
government is bad. Society, we all know, is 
composed of three sectors. There are also the 
arge and growing community-based organiza- 
ions, non-profit groups. And the answer lies in 
hese organizations, because of the different 
housing needs for different kinds of families. It is 
not one kind of young family we are talking 
about; there are all sorts of different kinds: urban 
and rural, some with disabilities, and so on. 
There are all kinds of combinations. Who knows 
what's best for each? There is more and more 
expertise in the community-based sector. Well, where. 
we are the resources in society. Almost 100 
percent of the resources are shared by 
government and the private sector. Through 
taxing, the government collects and distributes 
about one third of the GNP. And the other two 
thirds is allocated, used and invested in various 
ways by private corporations. 

I say there needs to be a mix of these three 
sectors, working together much more than in the 
past. Government needs to do more. Remember, 
when you say the government needs to do more, 
who is the government, ultimately? We are. But 
the Canadian population, so far, does not really 
place housing too high on the agenda. Housing 
receives about 1.3 percent of the federal budget 
each year, at least in recent years. The housing 
category in the budget is relatively small in 
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Canada. So 1 want to cite what the private sector 
can do. There is quite an exciting tenure history 
unfolding in the United States, a history of what 
the private sector has been doing in response to 
some of these problems. (I have not yet seen this 
in Canada.) I will cite two examples. 

Many of you have probably not heard of the 
Enterprise Foundation. But, if you've worked for 
non-profit: groups or in housing in any way, you 
would know of the Enterprise Foundation. It was 
established in 1982 by developer James Rouse. It 
provides grants, loans and technical assistance to 
community-based development organizations. More 
than 100 groups in 30 cities have received assistance. 
More than 5000 units have been renovated, and 
another 3600 are under redevelopment right now. 

A second example is something called the 
Local Initiative Support Corporation. Again, it's 
very well known in housing circles in the United 
States. It is a private sector activity established in 
1979. It went out to the private sector, raised 
$250 million in capital, and then levered this into 
about $1 billion worth of investments in 
affordable housing projects that are managed by 
community-based groups around the United 
States. Some 17 000 units of affordable housing 
have been assisted by this one initiative. 

When I say assisted, it does not mean they 
fully subsidize them. No, they help make them 
possible. The motto in the United States for non- 
profit housing, which is still very underdeveloped 
and is being developed right now, is that a non- 
profit society will get funding from a number of 
different sources. Yes, government; but there's 
also private sector money available to them. 

A recent book examined what is happening in 
American community-based affordable housing 
industries, and the private sector's role in them. 
The private sector's support in the United States 
is ‘enough to rank corporations in third place 
among investors in community development, behind 
government and private foundations and charities.’’ 

The solution is to recognize that there are three 
sectors. Each has different know-how. The private 
sector has a lot of experience and entrepreneur 
ship. If this was applied in the U.S., more would 
happen. What is happening in the U.S. isn't 
solving the problem. I think they have an even 
worse problem than we do. But first we have to 
tackle the tough part of the problem, not the 
easy part. The easy part is those middle-income 
people who need a little boost to become home- 
owners. The tough part, one we must try to deal 
with, is recognizing that there’s a more serious 
problem that’s been with us for a long time. 


























HOUSING YOUNG FAMILIES AFFORDABLY 
Symposium Proceedings 


September 6, Session B, Plenary Panel: “How the Regulatory Environment Affects the Production of Affordable 


Housing” 


HOUSING AND THE REGULATORY ENVIRONMENT 


Stanley Hamilton 
Faculty of Commerce 
University of British Columbia 


I will try to look at the current regulatory 
environment as it relates to housing affordability. 
Such an assignment implies that we can agree 
upon some definitions (such as of ‘‘affordability’’ 
and ‘‘regulation’’), and upon some market 
process that permits us to trace regulation's 
impact on housing prices. 

We needn’t dwell upon the definition of 
affordability, since it will be discussed elsewhere; 
but it should be noted that any usable definition 
of affordability must relate to housing of 
prescribed characteristics, and these 
characteristics must reflect society’s current view 
of what constitutes an acceptable minimum of 
housing. The minimum standard that is prescribed 
at any point in time will obviously affect 
affordability. Moreover, some people, particularly 
those with limited resources, would probably 
choose to buy less housing than society feels is 
an appropriate minimum. 


What is regulation? 


In its broadest sense, regulation can be defined 
as any activity from outside the market that 
influences market behaviour (Mitnick 1980). The 
definition used by the Economic Council of 
Canada is: ‘‘The imposition of rules by a 
government, backed by the use of penalties or 
subsidies, that are intended specifically to modify 
economic behaviour of individuals or firms in the 
private market." 

Using this definition, regulations that depend 
upon penalties may be viewed as non-voluntary, 
in that private-market participants must either 
adhere to the regulations or suffer the 
consequences. Regulations backed by subsidies 
can be viewed as voluntary, in that they become 
effective only if the private-market participant 
elects to participate. In either case, the regulations 
fall outside the private market's operations. 





With respect to this definition, several 
important points should be noted. First, the 
definition requires that the regulations be intended 
to modify economic behaviour. In this context, 
the economic behaviour that may be modified 
could include supply, demand, price and quality. 
In each area, some examples can be found of 
such government regulations with respect to real 
property: (a) supply (incentives to builders, 
restrictions on demolitions, restrictions on the 
number of new subdivisions); (b) demand 
(subsidized mortgages, income tax provisions 
regarding principal residence); (c) price (rent 
regulations); (d) quality (health standards, 
building codes, quality of maintenance). In some 
cases, the regulation may influence two or more 
aspects of behaviour. For example, rent 
regulation, designed primarily to influence price 
(rents), will also influence supply, demand, and, 
in the long run, quality. 

* Second, the economic regulation must be 
intentional. In the case of land or buildings, this 
may include intentional secondary impacts in 
other areas — impacts that may or may not be 
intentional. In either case, it is important that 
these secondary impacts be captured in the 
analysis of economic regulation’s impact. 

The final element in the definition is that, if 
economic regulations are to be effective, they 
must be backed by the use of penalties or 
subsidies. 

In passing, it should be noted that the 
definition indicates that the activities are aimed at 
the private market. In fact, there are numerous 
examples in which one area of government 
attempts to modify the behaviour of another level 
of government. 


Why regulate? 


Government intervention (such as regulations) 
generally occurs when the private market is 
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thought to have failed. This means that the 
market is not producing the desired income 
distribution (the ‘‘equity’' issues), or that the 
market is not working efficiently. Market 
inefficiencies, as they relate to real-property 
markets, generally arise from two sources: 
‘externalities’? and public goods. 

It should be noted that although these 
“market failures’’ give rise to opportunities for 
government intervention, it is not always clear 
that such intervention will actually improve the 
situation. Moreover, it is not clear that any one 
of the several forms of intervention available to a 
government will be effective. 


The ‘‘tool kit’’: alternative forms of public 
intervention 


Governments tend to use a variety of 
intervention instruments at any one time. In 
some cases, the range of instruments is 
restricted by a division of powers between levels 
of government, or by delegation from the 
province to local governments. But within these 
limits, each level of government has the option 
of substituting one instrument for another. 
Therefore, it is important to understand the 
range of instruments available to each level of 
government, the limits on this range, and the 
extent to which governments may elect to 
substitute one instrument for another. 

There are five categories of government 
policy instruments, other than those included 
under the government's definition of economic 
regulation. These include: (a) moral suasion 
(speeches, reports, threats — that is, immoral 
suasion); (b) direct expenditure (including grants, 
subsidies, transfers); (c) taxation (direct or 
indirect); (d) tax expenditures (reliefs and 
exemptions); and (e) direct government 
ownership. To a large extent, the first four 
categories fall within the definition of economic 
regulation, while the last instrument (government 
ownership) is a substitute for economic 
regulation. 

Frequently, the available instruments are 
substituted one for another, either because of 
their. technical (efficiency) characteristics or 
because of their political attractiveness. In 
some cases, the limits on the authority of a 
government area may necessitate the use of 
particular instruments. In any case, the 
complete range of instruments should be 
recognized. 
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Opportunities for regulation in real-property 
markets: the timing issue 


At some level of abstraction, it is possible to 
identify three broad stages in which the 
regulation of real property occurs: (1) production 
stage; (2) distribution and merchandising stage; 
and (3) consumption stage. In most markets, and 
for most products, a brief explanation of the 
regulations’ nature is generally sufficient to 
describe the particular market that is being 
regulated. For example, a description of 
regulations relating to the aeronautical industry 
would immediately suggest whether it was the 
airline (travel service) industry or the airplane 
construction (capital asset) industry that is under 
discussion. Since the participants involved in 
producing the service (travel) are seldom the 
same as those in the production of capital assets 
(airplanes), it is unlikely that any confusion will 
arise. 
In the case of real-property regulation, a 
greater degree of confusion is possible, since 
there are three closely related goods: the bare site 
or lot (a capital asset); the developed property (a 
capital asset); and housing services 
(accommodation), which frequently involve the 
same market participants at two or more points 
in time. Consequently, it is often possible that 
one regulation is designed to simultaneously 
regulate participants involved in the production, 
merchandising and consumption of lots, 
developed property or shelter. 
Traditionally, with the exception of some 
forms of taxation, the regulation of real property 
has generally focused on situations where private 
landholders attempt to make changes, to either 
the legal or physical conditions of their interests 
in real property. Moreover, the regulations, once 
applied, tend to be both passive and restrictive, 
being applied only when the property owner 
desires to initiate certain changes in the condition 
of the property or its ownership. 














a) Subdivision of land (change in legal description) 


The subdivision of land is defined as being the 
process of dividing a legal parcel of land into two 
or more separate, legal parcels of land — or, 
more precisely, dividing one fee-simple interest 
into two or more fee-simple estates. The 
traditional concerns raised by the regulating 
agencies at this stage are to ensure ‘‘adequate 
services’’ and ‘‘adequate sizes," and to avoid 
“premature development.’’ Obviously, if the 





regulations are binding, they imply a higher 
standard than would otherwise be provided by 
the private sector. 

Initially, the capital and operating costs for 
the major services were borne directly by the 
municipality. Gradually, the costs involved in the 
subdivision process have shifted from the 
municipality to the developer. Initially, the shift 
was limited to ‘‘on-site’’ costs for services (e.g, 
services contained within the property being 
subdivided). Eventually, the shift included both 
on-site and off-site costs, and now includes 
contributions for an ever-increasing range of 
expenditures, both capital costs and operating 
costs — to the point that, in some cases, the 
costs are equivalent to an ‘‘entry fee."’ 








b) Development (change in the use of land) 


The term, ‘‘development’’ is used in this context 
to describe either the process of applying man- 
made improvements to a vacant site, or of 
re-zoning a site to permit a change in the use of 
land. This separation of development and 
subdivision processes is becoming more arbitrary, 
as subdivision regulation extends to include a 
greater commitment of capital for services. 

Development regulations generally become 
effective when some physical change to the land 
occurs, in the form of either initial development 
or redevelopment. Regulation of development 
generally takes the form of a ‘‘zoning or 
development by-law.’’ These by-laws generally 
prescribe the permitted uses for each parcel of 
and. They also prescribe the allowable density 
or each parcel of land (in the form of minimum 
building sizes or limits on the number of families 
per unit); building bulk (in the form of side-yard 
requirements, setbacks from front and rear roads, 
height limitations and site coverage); off-street 
parking requirements; and, on occasion, 
andscaping and design standards. 

While these requirements exist at all times, 
they affect the market only when the private 
landowner elects to undertake development. 
Hence, the controls are both passive and 
negative. 




















c) Building construction 





The common practice is to treat the regulation of 
building construction (in the form of building 
codes, electrical codes, and plumbing codes, all of 
which relate to structural requirements) as a 
distinct area of government regulation separate 


from development controls. One suspects that 
the reason for keeping construction codes 
separate is that these regulations tend to be 
technical in detail and less obvious to the 
untrained eye. Moreover, building codes tend to 
be individually less significant (but collectively 
quite expensive). 

The regulation of construction — whether new 
construction or renovation of existing units — 
represents one of the oldest areas of government 
regulation with respect to real property. It should 
be noted, however, that building code regulations 
do not generally apply to the existing stock. 
Consequently, this form of regulation is effective 
only when the private landowner elects to 
undertake some form of new construction or 
renovation. 


d) Transfer of interests in land (change of 
ownership) 


The final form of change that gives rise to 
regulation relates to a change in ownership 
rights. This may involve either a transfer of an 
entire interest and land, or the creation of a new 
interest in land which is then transferred. Some 
of the oldest forms of land regulation pertain to 
such transfers of ownership rights. These 
regulations were originally linked to the 
requirement for a central registry that would 
maintain an inventory of all interests in lands. 
More recently, regulations in this area have 
altered the rights of ownership by regulating sales 
to foreigners and non-residents, by regulating the 
leasing of interests (e.g., condominium by-laws 
limiting rights to lease), and by regulating 
taxation laws directed at particular classes of 
owners (foreigners, speculators). 








e) Change in occupation 


The regulation of real property can occur in the 
absence of physical construction on the site. One 
such category relates to the occupation of 
existing buildings. The most obvious example is 
rent regulation. 

The second such set of regulations relates to 
maintenance and occupation standards. Most 
provinces now provide authority for local 
governments to prescribe standards of fitness and 
safety for buildings that are intended for human 
occupation. These regulations are frequently 
limited to residential buildings, and generally 
apply only where someone other than the owner 
is the occupant. 
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Enforcement of these occupancy and 
maintenance regulations is not contingent upon 
changes. But, because of the problem of 
identification, enforcement generally requires that 
someone lodge a complaint. The recurring costs 
of inspection are such that these regulations are 
generally poorly enforced, unless a complaint is 
filed or the local government has some other 
reason to inspect properties owned by a particular 
landlord. 

It is important to note that non-voluntary 
regulations, except for rent regulations and 
occupancy regulations, are not applied. until such 
time as a private property owner decides on 
subdivision, development or construction upon 
the land, a change in the use and occupation of 
the land, or a change in the legal ownership. 
Similarly, the benefits arising from voluntary 
regulations, such as subsidies, are generally not 
available until some change occurs — either in the 
form of new development, construction, change 
in use, or change in ownership. 

Generally, before regulations are enforced, 
there is visible evidence of activity (except in the 
case of public health enforcement and rent 
regulation) in the real property market. The 
enforcement of regulations is made easier by this 
fact. 

The fact that the majority of regulations with 
respect to real property are applicable only at the 
time that physical or legal changes occur, coupled 
with the fact that real property is an extremely. 
durable asset, implies that the majority of existing 
properties, at any given moment, will not 
necessarily conform to the current regulations. 

For example, in the residential sector, new 

ousing starts amount to approximately three 
percent of the inventory of housing units in any 
given year. Hence, new regulations passed today 
will influence only a small fraction of the total 
housing inventory one year hence. Thus, the total 
impact of changes in the regulations will become 
visible only over long periods. This fact often 
leads to charges that regulations are ineffective in 
achieving policy goals. 

The durability of real property and the 
application of regulations at the time changes 
occur have one other important consequence. The 
cumulative history of regulations inhibits new 
forms of subdivision design today. Even in 
provinces that provide for easy re-plotting 
(reserve of subdivision), the physical patterns of 
roads and services generally limit all new 
developments to existing transportation and 
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service networks. To the extent that society's 
ideal community design changes, these 
cumulative decisions from the past make it more 
difficult to achieve today’s goals. 


Nature of the regulatory system 


All areas of government are actively involved in 
the regulation of real property. Moreover, the 
various areas of government have quite different 
constitutional authorities and, as a consequence, 
they rely upon different forms of regulatory 
tools. Local governments rely most heavily upon 
directives in the form of by-laws or 
administrative directives; provincial governments 
use a greater variety of tools, including 
voluntary and non-voluntary regulations and 
direct ownership; and the federal government 
relies most heavily upon voluntary regulations 
and direct ownership. 

At the risk of oversimplifying matters, one can 
make a number of observations about the 
existing regulatory system. 





(i) Complex and confusing 


That's how the present system of real property 
regulation has been described. The regulatory 
system is made more complex by the wide 
variety of regulatory tools that are in use 
(frequently by more than one area of 
government), and by the fact that existing 
political boundaries do not always correspond to 
market boundaries. 

The system is confusing in that participants 
often get mixed messages from each area of 
government and find that there is little or no 
accountability inherent in the system. For 
example, at a time when the provinces expand 
rent regulations and local councils promote lower- 
density construction, the federal government 
promotes a program to encourage the 
construction of residential rental accommodation. 
At other times, local councils promote lower- 
density construction and simultaneously down- 
zone lands (to encourage or force developers to 
negotiate some development fees), while the 
provincial and federal governments promote larger 
single-construction. 

The examples of conflicting messages form a 
long and confusing list. It is indicative of a 
variety of goals or objectives in each area of 
government. Frequently, these objectives are 
mutually exclusive, sometimes complementary, 
but seldom co-ordinated. 


(ii) Inconsistent and changing 


The present system is clearly marked by a high 
degree of inconsistency. The frequent changes in 
government regulations, the lack of standard 
procedures from one issue to the next or from 
one municipality to the next, and the lack of 
consistency from one council to the next all tend 
to give an impression of ad hoc decisions. 
Moreover, the system does not always require 
that explanations be given or reasons made 
public. Hence, it becomes difficult to determine 
the patterns of decisions. 





(iii) Lack of accountability 


The present system provides for only a modest 
degree of accountability. Some reviews of local 
regulations are undertaken by the provincial 
governments, but these reviews are not uniformly 
applied in all provinces and do not cover all 
aspects of the regulatory process. Hence, the 
provincial government may require that all 
community plans be provincially approved, yet 
the by-laws (tools to implement the plans) are 





interest rate, especially for a long-term 
investment. Similarly, the more uncertain they 
feel about the rents they will be permitted to 
charge in the future, the more wary they will be 
about investing in rental housing. 

When regulations are changed frequently, and 
when the changes have a significant impact on 
the profitability of investments, potential investors 
feel highly uncertain about possible future 
regulatory changes. Hence, a system that is 
changed frequently, especially one which is 
changed in unpredictable ways (e.g., changes are 
introduced and then reversed at a later date), will 
result in a high degree of perceived risk. Ontario's 
evolving rent-regulation system, for example, 
illustrates the uncertainty that has resulted in a 
high level of perceived risk for potential investors 
in the Ontario rental market. 

By making investment in the housing market 
less attractive than would otherwise be the case, 
increasing the political risk can increase the cost 
of housing and decrease its availability. To 
minimize such political risk, it is important to 
maintain regulations that are: 





not necessarily approved by the province. 


e relatively stable 
e perceived to be 


over time, 
practical and equitable, and 


(iv) Conflicts 


The present system does not provide an efficient 
means of resolving conflicts between the various 
areas of governments. Basically, the provincial or 
federal areas of government can force their 
wishes on a local government. While it is 
recognized that some supremacy must exist when 
provincial and national interests are at stake, it is 
not clear that local concerns are given adequate 
weight in the process. 





Regulation and political risk 


These issues relating to inconsistencies, conflicts, 
changes, and lack of accountability all contribute 
in a significant way to the operation of the 
regulated markets. They combine to form what is 
referred to as a ‘‘political risk,"’ a risk resulting 
from uncertainty about future regulatory changes 
that may increase or decrease an investment’s 
attractiveness. The higher the perceived political 
tisk, the higher the expected return on investment 
required by investors in order for them to be 
willing to invest. 

This is analogous to other risks. For example, 
the more uncertain investors are about future 
interest rates, the higher the expected return they 
will demand in order to commit to the current 


© consistent with a healthy housing market. 

Past experience and the credibility of the 
expectation that a policy will survive for the 
foreseeable future are both necessary in order for 
potential investors to expect policy stability. 
People expect that a policy that is unworkable 
(e.g., highly complex), unfair, ineffective or 
counterproductive will be changed sooner or later. If 
change can be anticipated, there is always risk 
regarding what form the changes will take. Hence, 
political risk will be higher than it would be if the policy 
is seen to be workable, fair, effective and productive. 





Conclusions 


The central question is not whether regulations 
will affect the private cost of housing production; 
if the regulations are binding, they will force 
private costs to the regulated party to be greater 
than would otherwise be the case. However, the 
combined private costs to the regulated body, 
coupled with other private and public costs, may 
be reduced. Alternatively, while total costs may 
be increased, the net benefits to all parties may 
be increased by more than the total costs 
incurred. What is seemingly lacking in the present 
structure is adequate accountability, co-ordination 
and enforcement of existing regulations. 
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The position of our association is that any 
municipal, provincial or other government body 
contemplating new regulations shouldn’t 
implement them just because it’s trendy, or just 
because some other similar body implemented 
them. The regulations should be well reasoned, 
and part of that reasoning should include a true 
cost-benefit analysis. 

My remarks focus on three areas. First, I'd 
like to give you a brief overview of the home 
building industry and some of its guiding 
principles. Second, I'll identify the need for reform 
in the current regulatory environment. And last, 
I'd like to discuss the ACT initiative — a vehicle 
for co-operation and change. 

The central theme is that existing regulations 
unreasonably limit the ability of the home 


major metropolitan centres, home building is the 


domain of small business 
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Increasingly, Canadians — especially young 
families — are having difficulty entering the 


housing market. 


building industry to provid 
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believe that, through regul 
improve housing affordabi 


latory reform, we can 
lity and choice without 


compromising health and safety or the quality of 
our housing and communities. 
Let me give you some background on the 
industry. It is important to realize that the 
Canadian Home Builders’ Association's approach 
to housing policy is guided by two fundamental 
principles. First, the right of all Canadians to 
decent, safe and appropriate housing. Second, the 
tight of all Canadians to a reasonable opportunity 
to own their own home. 
We recognize that the building industry is only 
one of many players in the housing field. If 
Canadian housing policies are to be successful, 
we must have partnership and co-operation 
between the building industry and government. 
As past president of the Canadian Home 
Builders’ Association (CHBA), I’ve had the 
Opportunity to travel across Canada, visiting 
many of our 70 local associations. Outside of the 














As our industry strives to produce good- 
quality housing that meets the needs and 
demands of the market, we face two major 
challenges: increasing and often unjustified 
taxation; and restrictive regulations. 

The home building industry is being 
bombarded by an ever-increasing array of taxes: 
land transfer taxes; registration fees; development 
charges of all types; lot levies (also known as 
capital charges); parkland taxes; and the Goods 
and Services Tax. 

These taxes only exacerbate the other major 
problem that we face: overly restrictive 
regulation. Our association believes in the need 
for a regulatory environment. We are not arguing 
for de-regulation, but for regulatory reform. We 
recognize that regulations play a useful role in 
ensuring public health and safety, and in allowing 
for the effective management and development of 
our land and housing. But the regulatory 
environment is not allowing the building 
community to meet the changing needs of the 
marketplace. Every regulation has a cost attached 
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to it, thus making housing less affordable — 
especially in cases where there is duplication or, 
in some cases, no need for the regulation. 

CHBA's commitment to regulatory reform is, 
in part, due to the demographic changes 
occurring in Canada today. The baby boom 
generation, which makes up about 45 percent of 
our population, will be less of a force in the 
entry-level market. At the same time, there is a 
growing demand for renovation services, and in a 
few years housing for seniors will command a 
major segment of the market. 
While short-term economic factors affect 
housing prices and sales, the aging of our 
population will determine the type of housing we 
will build. Active seniors seek a wider choice of 
residential options — options that allow them to 
stay in their communities and maintain 
independent lifestyles rather than accept 
institutional care. Some will be looking for 
alternatives that enable them to live closer to 
their families and friends, alternatives such as 
accessory apartments and garden suites. Others 
will seek smaller dwellings, or accommodations 
that provide them with access to the particular 
services they need. 

There are other changes in society that we 
cannot ignore. We're seeing a growing number of 
single people and single-parent families. Today’s 
families are generally smaller than in the past. 
These changes will also result in demands for 
new types of housing. 

There is also the issue of housing 
affordability. As housing prices rose and fell 
hrough the economic cycles of the 1980s, young 
Canadians and first-time buyers were squeezed 
out of the housing market. Inflation, supply and 
demand, and taxation all contributed to the 
toblem, but so did our burdensome regulatory 
process. 
Every regulation carries a cost to the 
consumer and affects consumer choice. The 
Canadian Home Builders’ Association and others 
in the housing sector who are concerned about 
he changing demographics and housing 
affordability are finding that excessive regulations 
are restricting innovation in the housing field, 
imiting housing choice in communities across 
Canada, and unduly increasing the cost of that 
housing. As well, regulations work to prevent 
adaptation to existing markets or flexibility in 
design or construction. 

These regulations and their associated costs 
apply to all types of housing, including non-profit 
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and co-operative or social housing as well as 
private, rental and ownership-market housing. A 
paper prepared in 1988 for the National Research 
Council on the cost of regulation in Ontario 
estimated that, by eliminating regulatory overlaps 
and improving administrative procedures, an 
annual savings of $20 million could be achieved. 
Approximately half would accrue to the 
municipalities, and the other half to the Ontario 
and federal governments. 

Nationally, according to Statistics Canada, the 
value of residential construction (both new and 
repair) totalled $35.6 billion in 1988. If regulatory 
reform results in a minor cost reduction of one 
percent, the savings would amount to more than 
$350 million. 

We are seeking changes in building and land- 
use regulations that would reflect household 
composition and lifestyle patterns, and changes 
that would provide for flexibility, innovation and 
improved housing affordability. 

Let me give you some examples of the 
problems that regulations can pose. By restricting 
housing density, type and size, zoning by-laws 
can limit the range of housing types, tenures and 
forms of available housing. These regulations are 
probably the biggest impediment to housing 
affordability in larger centres. Neighbourhood 
resistance to increased density levels has given 
tise to the acronym NIMBY, or Not In My Back 
Yard — and its political counterpart, NIMTO, Not 
In My Term of Office. 

Zoning by-laws in established neighbourhoods 
often bear little resemblance to the type of 
housing that exists in the neighbourhood. If that 
seems impossible, consider the finding of a study 
prepared by the Renovators Council of the 
Toronto Home Builders’ Association. That study, 
which examined a typical city block in an 
established neighbourhood, reports that, if they 
were built today, all but one of the fifty-five 
houses on the block would require at least one 
by-law variance and a committee-of-adjustment 
hearing. 

The Charlie House, a single-family home 
designed to be converted into two self-contained 
dwelling units to accommodate changing 
household needs, was a demonstration project 
built in Hamilton, Ontario, under the regulatory 
reform initiative. Ironically, despite an enthusiastic 
public response to the project, the planning 
regulations in most municipalities, including 
Hamilton, prevent the construction of housing 
that contains secondary apartments. 











Existing land and development regulations 
frequently prevent the use of proven, cost-saving 
methods in land development, site planning, and 
building techniques. Site- servicing standards are 
often excessive ~ for example, those that call for 
unnecessarily wide streets, sidewalks on both 
sides of the street, oversized sewer lines, and 
large frontages. In some municipalities, cul-de- 
sacs are prohibited, precluding more cost-efficient 
site planning — including the use of zero-lot lines 
and cluster developments. A municipality might 
cite concerns about the effect of reduced 
standards on maintenance costs. Some so-called 
reduced standards, however, are used by an 
adjacent municipality and have no effect on 
maintenance costs. 

Building codes often contain unreasonable 
minimum standards, or standards that are 
outdated and that fail to reflect technological 
advances in the industry. Building codes for new 
residential construction are frequently applied to 
he renovation of existing structures. For 
example, the City of Toronto requires termite- 
contro! measures for highrise buildings, even 
hough-the buildings contain no wooden 
structural elements. 

Another example: an owner was refused an 
occupancy permit (which was required before the 
mortgage could be granted) because of a 
athroom fixture he had installed. He spent more 
han $800 on solid-brass taps for the sink, taps 
hat, in my view, were of the finest quality. But 
hey did not have a CSA approval. So they had 
o be removed, and, to enable the inspector to 
issue the occupancy permit, conventional $15 
aps were installed. 

There has been progress on some fronts. The 
Province of Ontario and some municipalities have 
aken steps to change the Building Code's 
standards for renovation work. Part 11 of the 
Ontario Building Code establishes a set of 
compliance alternatives to new construction 
standards. For example, replacement stairs will 
not have to be widened to meet modern code 
requirements in a renovated dwelling. The City of 
Vancouver has established a building by-law that 
contains renovation guidelines. These types of 
initiatives need to be adopted more widely. 

To ensure the orderly development of a 
community, an approval process is certainly 
required. Getting approval to develop land and 
build houses, however, can be a time-consuming, 
frustrating and very costly process. Inevitably, 
more than one level of government is involved in 








the process, as are many different government 
departments. From the builder's perspective, it 
often appears that the approval process has 
become an end in itself, rather than a vehicle for 
good decision making. Delays create increased 
costs for builders, costs that, in the form of 
higher prices, must be passed on to or 
“‘absorbed"’ by the new home buyer, renter or 
social housing agent. 

In Walkerton, for example, it took more than 
three months to get a building permit for a 
renovation project that included inside alterations 
—a small addition and a porch ~ because one 
end of the porch projected into a side yard. Since 
the building department would. not treat the job 
as two separate projects and issue a permit for 
the interior work, approval was needed by the 
Niagara Escarpment Commission. The entire 
application had to wait. 

In another case, an Oakville, Ontario, builder 
completed a building-permit application that 
included visits to four or five separate buildings to 
get water permits, hydro permits and so on. He 
collected them all, went to the main building 
department, wrote a cheque for $5,100 in fees ~ 
no {ot levies or anything, it was strictly building- 
permit fees — and was told to call back in 
17 weeks. You might be relieved to know that, 
with the current decline in housing starts in 
southern Ontario, the 17 weeks was reduced to 
about 12 weeks. 

In the case of non-profit housing, which is 
often funded by various levels of government, 
builders are faced with the problem of 
overlapping inspections. Sometimes, inspectors 
from three levels of government come to inspect 
the same item. So what is the solution? CHBA’s 
objective is not to abolish regulation, but rather 
to modify or reform regulations. At issue are the 
out-of-date, overly restrictive, redundani 
regulations. These not only add to a home's 
costs, they also stifle creativity and innovation in 
the home building industry. If you, as a builder, 
knew that doing something a little bit different 
from the norm would triple the time it took to get 
a building permit, would you really try it? Given 
that three and sometimes four levels of 
government develop policy, standards and codes 
related to the production and use of housing, the 
need for co-ordination is obvious. 

Our industry is driven by the market. We 
have to be able to respond quickly to its needs. 
We aim to give our buyers what they want. To 
do otherwise only adds to the risk, and is 
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certainly not sound business practice. Given the 
diversity of organizations involved in the housing 
sector, the regulatory environment should 
recognize this. A thoughtful approach that fosters 
co-operation and partnerships is the only one 
likely to succeed. 

In response to the need for regulatory reform, 
and to the desire of the housing industry and 
government for action on regulatory reform, the 
Canadian Home Builders’ Association has entered 
into a partnership with the Federation of 
Canadian Municipalities (FCM), the Canadian 
Housing and Renewal Association (CHRA), and 
Canada Mortgage and Housing Corporation —- a 
partnership to carry out the ACT program. 

ACT stands for Affordability and Choice 
Today. The main objective of ACT is to increase 
housing choice and affordability. There are other 
goals: to ensure that land development and. 
planning standards accurately reflect the housing 
needs of communities; to ensure that the land- 
development approval process, the permit process 
and inspection process do not unduly inhibit 
creative development approaches; and to increase 
the level of mutual understanding and co- 
operation between the building industry and 
municipal governments. 

The program’s initial phase involves 
consultations with representatives of the housing 
industry and regulatory agencies, in order to 
identify issues and examples of successful 
regulatory reform initiatives. (A discussion paper 
based on this work is available from the FCM.) 
The consultations have reinforced the view that, 
if we are to improve housing affordability and 
choice, then co-operation between the building 
industry and municipalities is essential. Some 
municipalities and provincial governments have 
started taking positive action to consolidate 
building codes and streamline the approval 
processes. Many more parties are interested in 
participating in regulatory reform initiatives, but 
they do not have the tools and/or information to 
do so. ACT has been designed to encourage 
municipalities, builders and non-profit housing 
groups to work together to develop and adopt 
innovative ideas, and to promote these ideas 
across Canada. 

The ACT program, which runs until 1993, has 
a four-year budget of $1.4 million. Under ACT, 
grants will be provided to projects that 
demonstrate the ways that creative changes to 
municipal by-laws and approval processes can 
improve housing affordability, choice and quality. 
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The projects must have the co-operation of the 
building industry, private and non-profit groups, 
and municipalities. 

Three types of projects are eligible for grants. 
First, grants of up to $20,000 will be awarded to 
residential construction projects that best 
demonstrate innovative, regulatory approaches to 
site planning, building design, construction, or 
site servicing. Second, grants of up to $10,000 
will be awarded to projects that focus on 
approval process modifications that reduce the 
time and effort required to obtain approval. Third, 
a nominal grant of $1,000 will be provided to 
municipalities and private and non-profit builders 
that have successfully reformed regulations to 
improve housing affordability and choice. The 
grant will allow case studies to be prepared, and 
will allow innovative projects to be shared with 
other people in the housing field. 

To ensure that communities across Canada 
learn about the benefits of regulatory reform, all 
projects sponsored by ACT will be documented 
and published as case studies. It is hoped that 
others will try to implement similar projects in 
their own communities. _ 

The Home Builders’ Association firmly believes 
that, through ACT, co-operation at the 
community level will result in projects that 
demonstrate the benefits of regulatory reform. 
Just ask yourself how many more young 
Canadians will be housed tomorrow because our 
regulatory environment welcomes innovation, 
encourages the development of new ideas to 
accommodate growth and changing markets, and 
speeds up our approval process. 

Information about ACT and application forms 


‘ate available from local CMHC offices as well as 


from the FCM, CHRA and CHBA. 

I think the important point to stress is that we 
are all in this together. Now that we know more 
about the need for, and the benefits of, 
regulatory reform, it’s time for you to find ways 
of working with others in your community to 
reform the regulatory environment. With the 
objective of continually reviewing and improving 
our regulatory process, the Canadian Home 
Builders’ Association is committed to creating 
co-operative partnerships. 1 am proud that my 
association is part of the ACT initiative, and | am 
optimistic that, together with our partners, we 
will succeed in changing attitudes toward 
regulatory reform and in improving housing for all 
Canadians. 





